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STERLINGA Colorado Treasure

September 28, 2026

To the Honorable Mayor, Members of Council, and Citizens of the City of Sterling, Colorado:

The City of Sterling, Colorado, presents its annual comprehensive financial report for the year ended

December 31, 2025. Prepared by the Director of Finance, this report provides a comprehensive view of

the City's financial condition.

The City is responsible for the accuracy of the information and the completeness and fairness of its

presentation, including all disclosures. To fulfill that responsibility, the City maintains a comprehensive
framework of internal control. Because the cost of internal control should not exceed its anticipated
benefits, the framework is designed to provide reasonable, rather than absolute, assurance that the

financial statements are free of material misstatement.

Colorado Statutes and the City Charter require the City Council to select a firm of certified public

accountants to audit the City's financial statements. Lauer, Szabo and Associates, PC, completed the

2025 audit. Their report on the basic and fund financial statements and other required supplemental

schedules appears in the financial section of this report.

Management's discussion and analysis follows the independent auditor's report. It introduces and

analyzes the basic financial statements and should be read together with this letter.

PROFILE OF THE GOVERNMENT

Sterling is the county seat of Logan County and the largest city in northeastern Colorado. Interstate 76

and Highways 6, 61, and 138 connect the City with the surrounding region. Colorado Highway 14, which

follows Main Street, provides access west toward Fort Collins and the northern Front Range. Sterling is

128 miles from Denver on I-76, approximately 90 minutes from Denver International Airport, and 40

minutes from 1-80. Colorado's mountain range is about a two-hour drive away.

Sterling's beginnings as an agricultural community shaped its small-town atmosphere, attractive

downtown, friendly neighborhoods, and strong sense of community. Its distance from the rapid growth

along the Front Range has helped preserve those qualities while the City has developed services and

resources often associated with larger communities.

Agriculture remains an important influence on the area's way of life and economy. Sterling serves as a
shopping hub for northeastern Colorado and parts of Kansas and Nebraska.

Incorporated in 1884, Sterling adopted a home rule charter in 1950 and operates under a

council/manager form of government. Its seven-member City Council includes a mayor elected at large

for a two-year term and six council members elected on a nonpartisan basis from their respective wards.

Three council seats are elected every two years, with four-year staggered terms. As the City's legislative
body, Council sets policy through ordinances and resolutions and adopts the budget. The City Manager
serves as the City's chief executive officer.

The City provides police and fire protection, emergency medical services, streets and other infrastructure,

recreation, and water, sewer, and sanitation utilities. The accompanying financial statements include the

following services:
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• General Government - Council, Manager, Finance, Human Resources, Attorney, Information

Technology and Municipal Court.

• Public Safety - Police, Dispatch, Fire Protection, and Ambulance Service.

• Parks, Library and Recreation - Recreational Administration, Parks, Forestry, Cemetery, Recreation

Center, Library, Museum and Recreational Programs.

• Public Works - Planning and Engineering, Charging Station, Airport, Street, Water Lines, Water
Treatment Plant, Sewer, Wastewater, Sanitation and Service Center.

Under the City's Home Rule Charter, the City adopts an annual budget for all funds as its financial plan

for the coming year. The budget generally follows generally accepted accounting principles (GAAP), with

exceptions for enterprise and internal service funds: depreciation is not budgeted, while capital outlay and

debt service are budgeted as operating expenses. Year-end financial reports are converted to comply
with GAАР.

The Sterling Urban Renewal Authority (SURA) is included in the City's financial statements as a

component unit.

LOCAL ECONOMY

Sterling's economy remained steady in 2025. Sales tax revenue accounted for 52% of General Fund

revenue and was 1.5% higher than in 2024. General Fund revenue decreased 2.08% from 2024 to 2025.

The unemployment rate declined from 3.6% in 2024 to 3.5% in 2025.

The City issued 492 building permits in 2025 with an estimated construction value of $5.0 million.

Major employers within Sterling or nearby include the Sterling Correctional Facility, Banner Health, RE-1

Valley School District, Walmart, and Northeastern Junior College. Agriculture, local government, and rail

transportation also contribute to the area's economy.

MAJOR INITIATIVES 2025

Under the direction of City Council and the City Manager, City staff worked on a range of projects during
2025 to help make Sterling a desirable place to live and work.

In 2025, the City again secured a DOLA grant for its Waterline Replacement project. That funding allowed

it to advertise a project approximately twice the scope for a total of 4,500 linear feet for line replacement.

The City approved a conditional use permit for the construction of 54 affordable multi-family units

addressing housing needs in the community.

The intersection at 3rd and Main was reconstructed, adding bulb-out for pedestrian safety and planters to

improve the overall appearance of downtown.

Construction began for a new pedestrian bridge, improving access to the river trails and enhancing

recreational opportunities in the community.

In partnership with RE-1 Valley School District, the Summer Food Service Program provided nutritious

meals and interactive educational activities for youth throughout the summer. The annual Movies in the

Park program also expanded with upgraded technology, offering families more opportunities to gather.
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LONG TERM FINANCIAL PLANNING

Each year, the City prepares a five-year capital improvement plan to guide maintenance of its facilities,

equipment, and infrastructure and keep them in safe operating condition. Dedicated taxes, grants, and
reserves fund the plan.

City Council has adopted policies and incentives intended to benefit Sterling over the long term. Many

have taken the form of sales tax rebates aimed at attracting new businesses and improving the City's
long-term financial position.

Like many Colorado communities, Sterling faces challenges from aging infrastructure and new

wastewater treatment regulations. Large amounts of groundwater and stormwater also enter the

wastewater system through inflow and infiltration.

The existing wastewater treatment facility is planned for expansion to 3.0 million gallons per day to meet

projected wastewater flows through 2040. Preliminary plant design was completed in 2019. The project
has three parts: the Headworks, the Force Main, and the Wastewater Treatment Facility. Headworks

construction began in 2021 and was completed in 2023. Work on the Force Main began in 2022 and was

also completed in 2023. The final part, the Wastewater Treatment Facility, began in October 2024 and is

expected to be completed in early 2027.

RELEVANT FINANCIAL POLICIES

During budget preparation, City Council policy requires budgeted fund balance to exceed 10% of

projected expenditures. Accordingly, expenditures are budgeted high and revenues are estimated

conservatively.

AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded the

City of Sterling a Certificate of Achievement for Excellence in Financial Reporting for its annual
comprehensive financial report for the fiscal year ended December 31, 2024. This was the City's thirty-

fifth consecutive year receiving the award. To earn a Certificate of Achievement, a government must

publish an easily readable, efficiently organized annual comprehensive financial report that meets

generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for one year. We believe this annual comprehensive financial report

continues to meet the program's requirements and are submitting it to GFOA for consideration for another

certificate.

We thank the City Council, City staff, and all officials involved in managing and accounting for the City's
financial operations. Financial planning, management, and accounting depend on their combined efforts.

Respectfully submitted,

John Sheldon

City Manager
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Presented to

City of Sterling
Colorado

For its Annual Comprehensive
Financial Report

For the Fiscal Year Ended

December 31, 2024

Chustophe P. Monill
Executive Director/CEO
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City of Sterling Colorado

City Council and Senior Management
As of December 31, 2025

City Council

Office Term expires Name

Mayor 2027 Mark Fuller

Council Member Ward 1 2029 Kristi Knowles

Council Member Ward 1 2027 Megan Wolf

Council Member Ward 2 2029 John Haynie

Council Member Ward 2 2027 Kellan Raffaeli

Council Member Ward 3 2029 Steve Lively

Council Member Ward 3 2027 Dean Haynes

Appointed Officials

Position

City Manager

Name

John Sheldon

Municipal Court Judge Jay Brammer

City Attorney Kim Keleher

Department Heads

Position Name

Director of Public Works Vacant

Director of Finance/City Clerk Debra Forbes

Director of Personnel Kaitlin Mentzel

Director of Parks, Library & Recreation Wade Gandee

Fire Chief Lavon Ritter

Police Chief Tyson Kerr

Public Safety Communication Director Valicia Lybrand
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City of Sterling Organization Chart
As of December 31, 2025

CITIZENS OF STERLING

CITY COUNCIL

↓

City Attorney City Manager Municipal Judge
Boards, Commissions

and Authorities

DEPARTMENTS REPORTING TO THE CITY MANAGER

Police Department

Sterling Emergency Communications Center

Finance Department

Fire Department and Ambulance Service

Human Resources Department

City Clerk

Parks, Library and Recreation Department

Library Museum . Recreation Parks Forestry.

Cemetery

Public Works Department

Water Water Treatment. Sewer. Wastewater Streets

Sanitation Airport Charging Station Service Center
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LAUER, SZABO &
ASSOCIATES, PC
Certified Public Accountants 205 Main St. P.O. Box 1886 Sterling, CO 80751-7886

Independent Auditors' Report

Phone 970-522-2218. FAX 970-522-2220

To the Honorable Mayor and Members of City Council
City of Sterling
Sterling, Colorado

Opinions

the

the

We have audited the accompanying financial statements of the governmental activities,
business-type activities, the discretely presented component unit, each major fund, and
aggregate remaining fund information of the City of Sterling (the City) as of and for the year
ended December 31, 2025, and the related notes to the financial statements, which collectively

comprise the City's basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund
information of the City as of December 31, 2025, and the respective changes in financial position

and, where applicable, cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America. Our responsibilities under those standards are further described in the

Auditors' Responsibilities for the Audit of the Financial Statements section of  our report. We are

required to be independent of the City and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Emphasis of Matter

As discussed in Note M, the financial statements have been restated to correct material errors in

prior-year grants receivable and related revenue recognition.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements

in accordance with accounting principles generally accepted in the United States of America, and

for the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether
due to fraud or error.

-9-



In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the City's
ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.

Auditors' Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a

whole are free from material misstatement, whether due to fraud or error, and to issue an
auditors' report that includes our opinions. Reasonable assurance is a high level of assurance

but is not absolute assurance and therefore is not a guarantee that an audit conducted in

accordance with generally accepted auditing standards will always detect a material

misstatement when it exists. The risk of not detecting a material misstatement resulting from

fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are

considered material if there is a substantial likelihood that, individually or in the aggregate, they
would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

e

Exercise professional judgment and maintain professional skepticism throughout the
audit.

Identify and assess the risks of material misstatement of the financial statements,

whether due to fraud or error, and design and perform audit procedures responsive to

those risks. Such procedures include examining, on a test basis, evidence regarding the
amounts and disclosures in the financial statements.

Obtain an understanding of internal control relevant to the audit in order to design audit

procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the City's internal control. Accordingly, no
such opinion is expressed.

Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the City's ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other

matters, the planned scope and timing of the audit, significant audit findings, and certain
internal control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis, budgetary comparison information and historical
pension information listed in the table of contents be presented to supplement the basic financial

statements. Such information is the responsibility of management and, although not a part of
the basic financial statements, is required by the Governmental Accounting Standards Board

-10-



who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial

statements, and other knowledge we obtained during our audit of the basic financial statements.

We do not express an opinion or provide any assurance on the information because the limited

procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City's basic financial statements. The introductory section, other
supplementary information, the local highway finance report and the statistical section are
presented for purposes of additional analysis and are not a required part of the basic financial

statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic financial

statements. The information has been subjected to the auditing procedures applied in the audit

of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other

additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the other supplementary information and the local highway
finance report are fairly stated, in all material respects, in relation to the basic financial
statements taken as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures

applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on them.

Lauer, Szabo & Associates, P.C.

Sterling, Colorado

July 6, 2026
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MANAGEMENT DISCUSSION AND ANALYSIS

As management of the City of Sterling, we offer readers of the City of Sterling's financial statements this narrative
overview and analysis of the financial activities of the City of Sterling for the fiscal year ended December 31,
2025. We encourage readers to consider the information presented here in conjunction with additional
information that we have furnished in our letter of transmittal at the front of this report and the City's financial
statements, which begins on page 21.

FINANCIAL HIGHLIGHTS

The City's assets and deferred outflows of resources exceed its liabilities and deferred inflows of

resources by $107 million at the close of 2025.

The City has $18 million of unrestricted assets that may be used to meet the City's ongoing obligations
to citizens and creditors.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City of Sterling's basic financial

statements. The City of Sterling's basic financial statements are comprised of three components (1)
Government-wide financial statements; (2) Fund financial statements; and (3) Notes to the financial statements.

This report also includes supplementary information intended to furnish additional details to support the basic
financial statements themselves.

Government-Wide financial statements

The government-wide statements report information about the City as a whole using accounting methods similar
to those used by private-sector companies.

The statement of net position presents information on all of the City of Sterling's assets, deferred outflows,
liabilities, and deferred inflows, with the difference between these reported as net position. Over time, increases

or decreases in net position may serve as a useful indicator of whether the financial position of the City of Sterling
is improving or deteriorating.

The statement of activities presents information showing how the City of Sterling's net position changed during
the most recent fiscal year. All changes in net position are reported as soon as the underlying event giving rise

to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses reported in

this statement for some items will result in cash flows in future fiscal periods (e.g., uncollected taxes and earned
but unused paid time off).

Both of the government-wide financial statements separate the functions of the City of Sterling between those
supported by taxes and intergovernmental revenues (government activities) from those that recover all or a
significant portion of the costs through user type fees (business type activities). Most of the City's basic services

are considered government activities, such as the police, fire, ambulance, dispatch, public works, parks, library,
recreation, and general administration. Sales and use tax, property tax, franchise tax, intergovernmental
revenue and charges for services finance most of these activities. The City charges fees to customers to recover

most of the costs of certain services provided in the business type activities. The City's water, sewer, and
sanitation systems are included here.

The government-wide financial statements include not only the City of Sterling itself (known as the primary
government), but also a legally separate entity, the Sterling Urban Renewal Authority, for which the City is
financially accountable. Financial information for this component unit is reported separately from the financial
information presented for the City itself.
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Fund Financial Statements
A fund is a grouping of related accounts that is used to maintain control over resources that have been

segregated for specific activities or objectives. Some funds are required to be established by State law; however,
City Council has established other funds to help control and manage money for particular purposes (the
Perpetual Care Fund) or to show that it is properly using certain revenue (the Conservation Trust Fund). All of

the funds of the City of Sterling can be divided into three categories: governmental funds, proprietary funds,
fiduciary funds.

Governmental funds

or

Most of the City's basic services are reported in governmental funds, which focus on how money flows through

these funds and the balances left at the year-end are available for future expenditures. The funds are reported
using an accounting method called modified accrual accounting, which measures cash and all other financial
assets that can readily be converted to cash. The governmental funds statement provides a detailed short-term

view of cash, the governmental fund operations and the basic services it provides. Government fund information

helps you determine whether there are more or less financial resources that can be spent in the near future to

finance the City's programs. Because this information does not encompass the additional long-term focus of the

government-wide statements, additional information at the bottom of the governmental funds statement is

provided, or on the subsequent page, that explains the relationship (or differences) between them.

The City of Sterling maintains seven individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenue, expenditures, and
changes in fund balances for the general fund, which is considered to be a major fund. Data from the other six

governmental funds are combined into a single aggregated presentation. Individual fund data for each of these

non-major governmental funds is provided in the form of combining statements in the combining and individual
fund statements and schedules section of this report.

The City of Sterling adopts an annual appropriated budget for all of its governmental funds. A budgetary
comparison statement has been provided to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found starting on page 28 of this report.

Proprietary funds

When the City charges customers for the services it provides, whether to outside customers or to other units of

the City, these services are generally reported in proprietary funds. Proprietary funds are reported in the same

way that all activities are reported in the Statement of Net Position and the Statement of Activities. The City's
enterprise funds (a component of proprietary funds) are the same as the business-type activities reported in the
government-wide statements but provide more detail and additional information, such as cash flows, for

proprietary funds. Internal service funds (the other component of proprietary funds) report activities that provide

supplies and services for the City's other programs and activities, such as the City's Service Center, Employee
Benefit, Risk Management and Capital Replacement Funds.

The City of Sterling adopts an annual appropriated budget for all  of its proprietary funds. A budgetary comparison
statement has been provided to demonstrate compliance with this budget.

The basic proprietary fund financial statements can be found starting on page 32 of this report.

Notes to the financial statements

The notes provide additional information that is necessary to acquire a full understanding of the data provided in

the government-wide and fund financial statements. The notes to the financial statements can be found starting
on page 42 of this report.
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Other Information

In addition to the basic financial statements and accompanying notes, this report also presents the required
supplementary information concerning the City of Sterling's progress in funding its obligation to provide pension

and other post-employment benefits to its employees. The required supplementary information can be found on

page 90 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The City's assets and deferred outflows of resources exceeded liabilities and deferred inflows of resources by
$107 million at the close of 2025.

The largest portion of the City of Sterling's net position, $86 million, reflects its investment in capital assets (land,
buildings and equipment). The City of Sterling uses these capital assets to provide services to citizens;

consequently, these assets are not available for future spending.

CITY OF STERLING

NET POSITION

(in thousands)

Governmental

Activities

Business Type

Activities Total

2024 2025 2024 2025 2024 2025

Assets

Current and other assets

Land, construction in progress, w ater rights

Capital assets, net of Depreciation

Total assets

$ 14.709 $ 12,318 $ 69,059$ 37.064 $ 83.768 $ 49.382

2,228 2.247 35,981 36,082 38,209 38.329

36.258 36,387 43,010 67,483 79,268 103,870

53.195 50,952 148,050 140,629 201,245 191.581

Pension deferrals 1,862 1.643 1.862 1,643

Total deferred outflow s of resources 1,862 1.643 1,862 1,643

Total assets and deferred outflow s of resources $ 55,057 $ 52,595 $ 148,050 $ 140,629 $ 203,107 $ 193,224

Long-term debt outstanding $ 878 $ 878 $ 71,310 $ 68,291 $ 72,188 $ 69,169

Other liabilities 6,299 6,327 16.141 8,902 22,440 15,229

Total liabilities 7.177 7.205 87,451 77,193 94,628 84.398

Deferred property tax revenues

Pension deferrals

1,309 1,634 1,309 1.634

67 84 67 84

Total deferred inflows of resources 1,376 1,718 1,376 1,718

Net position:

Net Investment in capital assets 38,486 38,634

Restricted 2,355 1,993

42,688

91

48,298

94

81,174

2,446

86,932

2,087

Unrestricted (deficit) 5,663 3,045 17,820 15,044 23,483 18,089

Total net position 46,504 43,672 60.599 63,436 107,103 107,108

Total liabilities, deferred inflow s of resources

and net position $ 55,057 $ 52,595 $ 148,050 $ 140,629 $ 203,107 $ 193,224
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In addition, a portion of the City of Sterling's net position, $2 million, represents resources that are subject to
external restrictions on how they may be used. The remaining balance of unrestricted net position, $18 million,

may be used to meet the government's ongoing obligations to citizens and creditors.

At the end of 2025, the City of Sterling is able to report positive balances for the three Business-type Activities.

Changes in Net Position

A summary of the City's governmental and business-type activities for the year ended December 31, 2025,
shows that total net position remained relatively unchanged at approximately $107 million. The prior year
presented for comparison.

is

CITY OF STERLING

CHANGES IN NET POSITION

(in thousands)

Governmental

Activities

Business Type

Activities Total

2024 2025 2024 2025 2024 2025

Program Revenue:

Charges for Services $ 1,231 $ 1,225 $ 12,511 $ 12,417 $ 13,742 $ 13,642

Operating Grants 1,025 951 1,025 951

Capital Grants 1,640 437 1,121 491 2,761 928

General Revenues:

Property Tax 1,594 1,327 1,594 1,327

Specific Ow nership Tax 177 156 177 156

Sales and Use Tax 10,333 10,488 10,333 10,488

Franchise Tax 713 742 713 742

Other Taxes 233 319 233 319

Unrestricted Earnings on Investments 613 378 907 632 1.520 1.010

Sale of assets

Miscellaneous 2,968 3.515 97 85 3,065 3,600

Total Revenues $ 20,527 $ 19,538 $ 14.636 $ 13.625 $ 35,163 $ 33,163

Program Expenses:

General Government $ 3,987 $ 3,212 $ 3,987 $ 3,212

Public Safety 7,867 9,506 7,867 9,506

Public Works 3,416 4,453 3,416 4,453

Parks, Library, Recreation 4,087 5,200 4,087 5,200

Interest on Long-term Debt

Water 4,761 5,004 4,761 5,004

Sanitation 880 1,071 880 1,071

Sew er 4,746 4,702 4,746 4,702

Total Expenses $ 19.357 $ 22,371 $ 10,387 $ 10,777 $ 29,744 $ 33,148

Overage Before Transfers

Transfers

$ 1,170 $ (2,833) $ 4,249 $ 2,848 $ 5,419 $ 15

Change in Net Position 1,170 (2,833) 4,249 2,848 5,419 15

Net position beginning of year 45,335 46,505 56,349 60,588 101,684 107,093

Net position at end of year $ 46,505 $ 43,672 60,598 $ 63,436 107,103 $ 107,108
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Governmental activities

Net position of governmental activities decreased by $2.8 million during 2025.

The sales and use tax revenue increased 1.5% in 2025. Investment earnings had a 38.34% decrease in 2025
compared to 2024. This is due to the drop in interest rates. Rates at COLOTRUST+ were 3.96% on December

31, 2025, compared to 4.59% on December 31, 2024.

Governmental Activitiess

Revenue by Source

(in thousands)

Charges for Services

6%

Miscellaneous

18%

Investment Earnings

2%

Other Taxes

6%

Operating Grants

5%

Capital Grants

2%

Property Tax

7%

Sales and Use Tax

54%

Expenses Compared to the Revenue presents the cost and revenue of each of the City's four largest programs

- general government, public safety, public works and parks, library and recreation. The difference between the

revenue and expense shows the financial burden that was placed on the City's taxpayers by each of these
functions.

Governmental Activities

Expenses Compared to Program Revenues

(in thousands)

10,000

8,000

6,000

4,000

2,000

General Gov't Public Safety Public Works Park, Library,

Rec.

Program Revenue ■Program Expense

Business-type Activities

The three Enterprise Funds had a combined increase in net position of $2.8 million. The Sewer Fund increased

by $1 million, the Sanitation Funds decreased by $105 thousand, and the Water Fund had an increase of $1.9

million. The increases in the Water and Sewer Fund are to have funds available for future loan payments to

CWRPDA. The Water Fund outstanding debt is $11.4 million, with the Sewer Fund having an outstanding debt
of $59.8 million.

16



STERLINGA Colorado Treasure

Sewer

Sanitation

Business Type Activities

Expenses Compared to Program Revenues

(in thousands)

Water

1,000 2,000 3,000 4,000 5,000 6,000 7,000

■Program Revenue ■Program Expenses

FINANCIAL ANALYSIS OF THE CITY'S FUNDS

As noted earlier, the City of Sterling uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

Governmental funds

The focus of the City of Sterling's governmental funds is to provide information on near-term inflows, outflows,

and balances of spendable resources. Such information is useful in assessing the City of Sterling's financing
requirements. In particular, unassigned fund balance may serve as a useful measure of a government's net
resources available for discretionary use as they represent the portion of fund balance which has not yet been

limited to use for a particular purpose by either an external party, the City of Sterling itself, or a group or individual

that has been delegated authority to assign resources for use for particular purposes by the City of Sterling's
Council.

The General Fund is the chief operating fund of the City of Sterling. At the end of 2025, the City of Sterling's
General Fund reported an ending fund balance of $1.4 million, which was a decrease of $1.9 million from January
1, 2025. Of that fund balance, $745 thousand was unassigned and is available for spending at the City's
discretion. The remainder of the fund balance is assigned and is not available for new spending because it is
committed to the culture and recreation and prepaid items. The remainder of the Governmental funds had a
combined fund balance of $2 million.

Proprietary Funds
The City of Sterling's three proprietary funds, Water, Sewer and Sanitation, provide the same type of information

found in the government-wide financial statements, but in more detail.

GENERAL FUND BUDGETARY HIGHLIGHTS

During 2025, the City amended the General Fund budget twice. Budget amendments were presented by the

Finance and City Manager's departments to City Council for approval by ordinance, as required by the City Code.
Original budgeted expenditures were $19.6 million; and final budgeted expenditures were $22 million. Major
components included:

Transfers to the Capital Replacement Fund for budgeted equipment and vehicles - $885 thousand.

Personnel adjustments across City departments, including salaries, benefits, and pension costs - $562
thousand.

Airport improvements supported in part by an FAA grant — $282 thousand.

Downtown archway and Main and Third Street lighting costs supported by Sterling Urban Renewal
Authority contributions - $160 thousand.

Other carryover purchase orders, projects, grants, and operating adjustments.
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General Fund budgeted revenues increased from $19.6 million to $20.2 million. The amendments recognized
approximately $697 thousand in additional revenue, primarily for FAA-funded airport improvements, ambulance

and EMS services, Sterling Urban Renewal Authority contributions, and public safety grants and donations.

10,000

5,000

General Fund

Budgetary Comparison Schedule

Expenditures by Function

(in thousands)

General

Government

Public Safety Public Works Parks, Library &

Rec

Original Amended Actual

Budget Budget

Actual General Fund expenditures were $20.8 million, compared with the final budget of $22.1 million, resulting
in approximately $1.3 million of unspent appropriation. The largest differences were in public works ($630,000),
primarily the airport and administration; general government ($314,000); public safety ($197,000); and culture
and recreation ($158,000).

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The City of Sterling's investment in capital assets for its governmental and business-type activities as of

December 31, 2025, amounts to $142 million (net of accumulated depreciation). This amount includes a broad

range of capital assets, including police and fire equipment, streets and drainage, water and wastewater lines,
the Municipal airport, other infrastructure.

The City remains committed to the upkeep and maintenance of the City's largest assets. More detailed

information about the City's capital assets is presented in Note E, pages 56-58, of the financial statements.

CITY OF STERLING

CAPITAL ASSETS ON DECEMBER 31, 2024

(net of depreciation, in thousands)

Governmental Business Type
Activities Activities Total

2024 2025 2024 2025 2024 2025

Land $ 2,228 $ 2,228 $ 1,270 $ 1,270 $ 3,498 $ 3,498

Construction in Progress 19 33,985 34,086 33,985 34,105

Water rights 726 726 726 726

Buildings 6,777 6,498 1,338 1,272 8,115 7,770

Equipment 4,492 4,650 769 2,078 5,261 6,728

Improvements 8,649 9,410 40,903 64,133 49,552 73,543

Infrastructure 16,340 15,829 16,340 15,829

Total $ 38,486 $ 38,634 $ 78,991 $103,565 $ 117,477 $ 142,199

18



STERLINGA Colorado Treasure

The major capital asset additions during 2025 for governmental activities were $1.2 million in improvements and
$918,000 in equipment.

Business-type activities recorded $23.6 million in construction-in-progress additions during 2025. The City also
transferred $23.5 million of completed construction from construction in progress to improvements. These
amounts reflect different stages of the same capital work and should not be added together as new spending.

Long-term debt

The City had approximately $72.2 million in long-term debt and compensated absences outstanding at year-end
2025, compared with $74.8 million at year-end 2024. More detailed information is presented in Note F to the
financial statements.

CITY OF STERLING

OUTSTANDING DEBT

(in thousands)

Governmental

Activities

Business Type

Activities Total

2024 2025 2024 2025 2024 2025

CWRPDA Loan - Water $ $ $ 12.589 $ 11,126 $ 12,589 $ 11,126

CWRPDA Loan #1 - Sew er 29,964 28,989 29,964 28.989

CWRPDA Loan #2 - Sew er 25,865 25,845 25,865 25.845

CWRPDA Green Loan - Sew er 2,919 2,838 2,919 2,838

CWRPDA Revolving Loan - Sew er 1,469 1,438 1,469 1,438

Premium on notes - Water 270 235 270 235

Premium on notes - Sew er 705 678 705 678

Fire Truck Lease

Compensated Absences 918 918 103 97 1,021 1.015

TOTAL $ 918 $ 918 $ 73,884 $ 71,246 $ 74,802 $ 72,164

ECONOMIC FACTORS AND THE 2026 BUDGET

In preparing the 2026 budget, the City considered current economic conditions and anticipated revenues.
Adopted General Fund expenditures totaled $20.5 million, approximately $1.6 million less than the final 2025
budget of $22.1 million. Adopted General Fund revenues totaled $20.4 million, approximately $100 thousand
more than the final 2025 budget of $20.3 million.

The City is being cautious with its spending in 2026. The budget is being monitored on a monthly basis; the
2026 revenues and expenditures to the same month in 2025.

REQUESTS FOR INFORMATION

This financial report is designed to provide our citizens, taxpayers, customers and investors and creditors with a

general overview of the City's finances and to demonstrate the City's accountability for the funds and assets it
receives. If you have questions about this report, or should you need additional financial information, contact

the City of Sterling Director of Finance, 421 N 4th Street, Sterling, CO 80751.
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Basic Financial Statements

The basic financial statements of the City include the following:

Government-wide financial statements. The government-wide statements display
information about the reporting government as a whole.

Fund financial statements. The fund financial statements display information about

major funds individually and nonmajor funds in the aggregate for governmental and

proprietary funds.

Notes to the financial statements. The notes communicate information essential for fair

presentation of the financial statements that is not displayed on the face of the financial

statements. As such, the notes are an integral part of the basic financial statements.
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CITY OF STERLING, COLORADО
Statement of Net Position

December 31, 2025

Primary Government

Governmental Business-type
Activities Activities Total

Assets

Cash

Cash with county treasurer

Certificates of deposit
Investments

Receivables

$ 484,832 $ 566,651 $ 1,051,483
12,611 12,611

117,365 117,365

7,566,478 15,346,306 22,912,784

3,511,509 2,094,931 5,606,440
Internal balances 91,830 (91,830)
Inventory 396,461 396,461

Prepaid items 619.068 619,068

Restricted cash 18,634,572 18,634,572

Net pension asset 32,132 32,132

Land, construction in progress, water rights 2,246,771 36,081,930 38,328,701

Capital assets, net of depreciation 36,386,950 67,483,074 103,870,024

Total assets 50,952,181 140,629,460 191,581,641

Deferred outflows of resources

Pension deferrals

Total assets and deferred outflows of

resources

1,642,667 1,642,667

$52,594,848 $140,629,460 $193,224,308

The accompanying notes are an integral part of these financial statements.
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Component

Unit

$ 2,008,658

4,221,516

18,329

6,248,503

$ 6,248,503

(continued)
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CITY OF STERLING, COLORADO

Statement of Net Position

December 31, 2025

(continued)

Liabilities

Primary Government

Governmental

Activities

Business-type
Activities Total

Accounts payable
Accrued salaries and benefits

Accrued interest payable
Unearned revenues

Noncurrent liabilities

$ 1,266,931 $ 3,504,259 $ 4,771,190
566,226 79,549 645,775

862,984 862,984

3,454,464 1,500,000 4,954,464

Due within one year

Due in more than one year

Net pension liability

40,000 2,954,901 2,994,901

877,553 68,291,366 69,168,919
999,957 999,957

Total liabilities 7,205,131 77,193,059 84,398,190

Deferred inflows of resources

Property taxes levied in advance

Pension deferrals

Total deferred inflows of resources

Net position

1,633,500

84,418

1,717,918

1,633,500

84,418

1,717,918

Net investment in capital assets

Restricted for emergencies
Restricted for culture and recreation

Restricted for system improvements

Restricted for pensions
Unrestricted

38,633,721

585,000

1,376,238

48,297,961 86,931,682

585,000

1,376,238

94,226 94,226

32,132

3,044,708

32,132

15,044,214 18,088,922

Total net position 43,671,799 63,436,401 107,108,200

Total liabilities, deferred inflows of
resources and net position $ 52,594,848 $140,629,460 $193,224,308

The accompanying notes are an integral part of these financial statements.
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Component
Unit

$ 5,194

5,194.0

6,243,309

6,243,309

$ 6,248,503
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CITY OF STERLING, COLORADO

Statement of Activities

For the Year Ended December 31, 2025

Program Revenues

Expenses

Charges for

Services

Operating
Grants and

Contributions

Capital
Grants and

Contributions

Governmental activities

General government

Public safety

Public works

Health and welfare

Culture and recreation

$ 3,212,013 $ 297,898 $

9,506,035 30,770

95,520

7,300

4,453,162 467,818 561,588 $ 337,352

319,207 177.855

4,880,532 251,014 286,518 100,000

Total governmental activities 22,370,949 1,225,355 950,926 437,352

Business-type activities
Water services 5,004,288 6,065,967 467,796

Sanitation services 1,070,796 935,883

Sewer services 4,702,177 5,414,580 23,334

Total business-type activities 10,777,261 12,416,430 491,130

Total primary government $33,148,210 $ 13,641,785 $ 950,926 $ 928,482

Component unit

Sterling Urban Renewal Authority $ 710,764 $ $ $

General revenues

Taxes

Property taxes, levied for general purposes

Specific ownership taxes
Sales and use taxes

Franchise taxes

Other taxes

Unrestricted earnings on investments

Miscellaneous

Total general revenues

Change in net position

Net position at beginning of year, as originally reported

Error correction

Net position at beginning of year, as restated

Net position at end of year

The accompanying notes are an integral part of these financial statements.
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Governmental

Activities

Net (Expenses) Revenues and

Changes in Net Position

Primary Government

Business-type

$ (2,818,595)

(9,467,965)

(3,086,404)
(141,352)

(4,243,000)

(19,757,316) $

Activities Total

$ (2,818,595)

(9,467,965)

(3,086,404)
(141,352)

(4,243,000)

(19,757,316)

1,529,475 1,529,475

(134,913) (134,913)
735,737 735,737

2,130,299

(19,757,316) 2,130,299

2,130,299

(17,627,017)

Component

Unit

$ (710,764)

1,326,359
155,469

1,326,359

155,469

10,488,060 10,488,060

742,144 742,144
318,676 318,676 529,095

378,307 932,376 1,010,683 177,963

3,515,166 85,412 3,600,578

16,924,181 717,788 17,641,91,969 707,058

(2,833,135) 2,848,087 14,9,952 (3,706)

46,50404,934 60,598,879 107,103,813 6,247,015

(10,565) (10,56565)

46,50404,934 ,588 107,093,248 6,247,015

$43,671,799 $63,436,401 $107,108,200 $ 6,243,309
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CITY OF STERLING, COLORADO

Balance Sheet

Governmental Funds

December 31, 2025

General

Fund

Other

Governmental

Total

Governmental

Funds Funds

Assets

Cash $ 311,978 $ 117,988 $ 429,966

Cash with county treasurer 12,611 12,611

Investments 3,880,241 2,158,498 6,038,739

Due from other funds 47,627 47,627

Property taxes receivable 1,633,500 1,633,500

Other taxes receivable 1,106,171 13,766 1,119,937

Other receivables 706.168 51,686 757,854

Prepaid items 619,068 619,068

Total assets $ 8,317,364 $ 2,341,938 $10,659,302

Liabilities

Due to other funds

Accounts payable

Accrued salaries and benefits

Deposits

Unearned revenue

Unearned grant revenue

$ 45,000 $ 45,000

$ 1,088,027 168,180 1,256,207

540,503 540,503

8,149 8,149

109,634 51,650 161,284

3,446,315 3,446,315

Total liabilities 5,192,628 264,830 5,457,458

Deferred inflows of resources

Deferred property tax revenues 1,633,500

Total deferred inflows of resources 1,633,500

1,633,500

1,633,500

Fund balance

Nonspendable - prepaid items

Restricted for culture and recreation

Committed to capital improvements

Committed to culture and recreation

Committed to health and welfare

Unassigned

619,068 619,068

1,376,238 1,376,238

507,004 507,004

127,371 127,371

744,797

238,866

(45,000)

238,866

699,797

Total fund balance 1,491,236 2,077,108 3,568,344

Total liabilities, deferred inflows of

resources and fund balance $ 8,317,364 $ 2,341,938 $ 10,659,302

The accompanying notes are an integral part of these financial statements.

-28-



CITY OF STERLING, COLORADO

Reconciliation of the Balance Sheet of Governmental Funds to the Statement of Net Position

December 31, 2025

Amounts reported for governmental activities in the statement of net

position are different because:

Total fund balance - governmental funds $3,568,344

Capital assets used in governmental activities are not financial

resources and therefore are not reported as assets in governmental
funds. 33,688,014

Certain receivables will be collected in the next fiscal year, but are not

available soon enough to pay for the current period's expenditures, and
therefore are unearned revenues in the governmental funds. 161,284

Long-term liabilities are not due and payable in the current period and
therefore are not reported as liabilities in the funds. (868,661)

Pension assets, liabilities and deferrals used in governmental activities are

not financial resources and therefore are not reported as assets in
governmental funds. 590.424

Internal service funds are used by management to charge the costs

of certain activities to individual funds, such as insurance, fleet and
service center management. The assets and liabilities of certain

internal service funds are included in governmental activities in the

statement of net position. 6,532,394

Net position of the governmental activities

The accompanying notes are an integral part of these financial statements.
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CITY OF STERLING, COLORADO

Statement of Revenues, Expenditures and Changes in Fund Balance

Governmental Funds

For the Year Ended December 31, 2025

Other Total

General

Fund

Governmental Governmental

Funds Funds

Revenues

Taxes

Licenses and permits

Intergovernmental revenue

Charges for services

Fines and forfeitures

Earnings on investments

Miscellaneous

$12,802,513 $ 228,195

316,381

3,284,162 155.641

$13,030,708

316,381

3,439,803

384,174 22,457 406,631

50,509 50,509

196,644 106,012 302,656

1,736,090 139,005 1,875,095

18,770,473 651,310 19,421,783Total revenues

Expenditures
Current

General government 3,835,376 344 3,835,720

Public safety 9,123,633 9,123,633

Public works 3,921,102 3,921,102

Health and welfare 294,945 58,544 353,489

Culture and recreation 3,596,502 969,954 4,566,456

Total expenditures 20,771,558 1,028,842 21,800,400

Excess of revenues over (under)

expenditures (2,001,085) (377,532) (2,378,617)

Other financing sources (uses)
Transfers in

Transfers out

4,553

(4,553)

4,553

(4,553)

Total other financing sources (uses) 4,553 (4,553)

Net change in fund balance (1,996,532) (382,085) (2,378,617)

Fund balance at beginning of year 3,487,768 2,459,193 5,946,961

Fund balance at end of year $ 1,491,236 $ 2,077,108 $ 3,568,344

The accompanying notes are an integral part of these financial statements.
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CITY OF STERLING, COLORADO

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmental Funds to the Statement of Activities

For the Year Ended December 31, 2025

Amounts reported for governmental activities in the statement of
activities are different because:

Net change in fund balances - governmental funds

Capital outlays to purchase or build capital assets are reported in

governmental funds as expenditures. However, for governmental

activities, those costs are shown in the statement of net position
and allocated over their estimated useful lives as annual

depreciation expense in the statement of activities. This is the

amount by which capital outlays ($1,283,549) exceeded depreciation
($1,230,973) in the current period.

Pension expense at the fund level represents cash contributions to the

defined benefit plan. For the activity level presentation, the amount

represents the actuarial cost of the benefits for the fiscal year.

In the statement of activities, certain operating expenses - compensated
absences - are measured by the amounts incurred or earned during the

year. In the governmental funds, however, expenditures for these items

are measured by the amount of financial resources used (essentially, the
amounts actually paid).

Because some revenues will not be collected for several months after the

fiscal year ends, they are not considered "available" revenues in the

governmental funds. They are, however, recorded as revenues in the

statement of activities.

Internal service funds are used by management to charge the costs

of certain activities to individual funds, such as insurance, fleet and

service center management. The net revenue (expense) of the

certain internal service funds is reported with governmental
activities.

Change in net position of governmental activities

The accompanying notes are an integral part of these financial statements.
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CITY OF STERLING, COLORADО
Statement of Net Position

Proprietary Funds

December 31, 2025

Assets

Current assets

Cash

Certificates of deposit
Investments

Receivables

Inventory

Total current assets

Business-type Activities - Enterprise Funds

Water Sanitation Sewer

Fund Fund Fund

$ 164,250 $ 214,795 $ 187,606

117,365

8,262,865 92,971 6,990,470

1,018,896 103,867 972,168

343,132 6,443 46,886

9,789,143 418,076 8,314,495

Noncurrent assets

Restricted cash with fiscal agent

Land, construction in progress and water rights

Capital assets, net of depreciation

94,226 18,540,346

2,886,875 178 33,194,877

37,434,957 594,397 29,453,720

Total noncurrent assets 40,416,058 594,575 81,188,943

Total assets $50,205,201 $ 1,012,651 $ 89,503,438

The accompanying notes are an integral part of these financial statements.
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Total

Governmental

Activities

Internal

Service Funds

$ 566,651 $ 54,866
117,365

15,346,306 1,527,739
2,094,931 218

396,461

18,521,714 1,582,823

18,634,572

36,081,930

67,483,074 4,945,707

122,199,576 4,945,707

$ 140,721,290 $ 6,528,530

(continued)
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CITY OF STERLING, COLORADО

Statement of Net Position

Proprietary Funds

December 31, 2025

(continued) Business-type Activities - Enterprise Funds

Water

Fund

Sanitation

Fund

Sewer

Fund

Liabilities

Current liabilities

Accounts payable $ 975,205 $ 14,775 $ 2,514,279

Due to other funds

Accrued salaries and benefits payable 33,004 12,150 34,395

Accrued interest payable 122,590 740,394

Unearned grant revenue 1,500,000

Current portion of compensated absences 1,000 2,000 2,000

Current portion of notes payable 1,485,820 1,464,081

Total current liabilities 2,617,619 28,925 6,255,149

Long-term liabilities

Accrued compensated absences

Notes payable

43,576 5,375

9,875,618

42,897

58,323,900

Total long-term liabilities 9,919,194 5,375 58,366,797

Total liabilities 12,536,813 34,300 64,621,946

Net position

Net investment in capital assets
Restricted for system improvements

Restricted for emergencies
Unrestricted

Total net position

Total liabilities and net position

28,066,803 594,575 19,636,583

94,226

9,507,359 383,776 5,244,909

37,668,388 978,351 24,881,492

$ 50,205,201 $ 1,012,651 $89,503,438

The accompanying notes are an integral part of these financial statements.
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Total

Governmental

Activities -

Internal

Service Funds

$ 3,504,259 $

79,549

862,984

1,500,000

5,000

10,724

2,627

25.723

Total net position - enterprise funds

Some amounts reported for business-type
activities in the statement of net position

are different because certain internal

service fund assets and liabilities are

included with business-type activities.

$63,528,231

(91,830)
2,949,901

Net position of the business-type activities $63,436,401

8,901,693 39,074

91,848 48,892

68,199,518

68,291,366 48,892

77,193,059 87,966

48,297,961 4,945,707
94,226

585,000

15,136,044 909.857

63,528,231 6,440,564

$ 140,721,290 $ 6,528,530
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CITY OF STERLING, COLORADO

Statement of Revenues, Expenses and Changes in Fund Net Position
Proprietary Funds
For the Year Ended December 31, 2025

Operating revenues

Charges for services

Miscellaneous

Business-type Activities - Enterprise Funds

Water

Fund

Sanitation

Fund

Sewer

Fund

$ 6,065,967

14,616

$ 935,883 $ 5,414,580

6,080,583 935,883 5,414,580Total operating revenues

Operating expenses

Personnel 1,004,801 314,034 850,436

Maintenance and supplies
Administrative cost allocation

Depreciation and amortization
Claims

2,004,282 558,367 889,476

648,935 126,465 277,762
1,074,398 56,371 834,557

Premiums

Total operating expenses 4,732,416 1,055,237 2,852,231

Operating income (loss) 1,348,167 (119,354) 2,562,349

Nonoperating revenues (expenses)
Earnings on investments

Rents and rights

316,112

70,796

14,571 301,693

Insurance proceeds

Federal and state grants 446,796
Sale of assets

Debt service interest and fiscal charges (215,173) (1,810,475)

Total nonoperating revenues (expenses) 618,531 14,571 (1,508,782)

Income (loss) before capital contributions 1,966,698 (104,783) 1,053,567

Capital contributions 21,000 23,334

Change in net position 1,987,698 (104,783) 1,076,901

Net position at beginning of year, as originally

reported 35,384,526 1,083,134 24,111,320

Error correction 296,164 (306,729)

Net position at beginning of year, as restated 35,680,690 1,083,134 23,804,591

Net position at end of year $37,668,388 $ 978,351 $ 24,881,492

The accompanying notes are an integral part of these financial statements.
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Total

Governmental

Activities

Internal

Service Funds

$ 12,416,430

14,616

$5,795,594

11

12,431,046 5,795,605

2,169,271 700,359

3,452,125 397,918

1,053,162

1,965,326 707,874

83,653

4,512,274

8,639,884 6,402,078

3,791,162 (606,473)

632,376 75,651

70,796

72,240

446,796 3,600

(23,575)

(2,025,648)

(875,680) 127,916

2,915,482 (478,557)

44,334

2,959,816 (478,557)

60,578,980 6,919,121

(10,565)

60,568,415 6,919,121

$ 63,528,231 $ 6,440,564

Net change in net position - proprietary funds

Some amounts reported for business-type
activities in the statement of activities

are different because the net revenue

(expense) of certain internal service

funds are reported with business-type
activities.

Change in net position of business-typе
activities

$ 2,959,816

(111,729)

$ 2,848,087
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CITY OF STERLING, COLORADО
Statement of Cash Flows

Proprietary Funds

For the Year Ended December 31, 2025

Business-type Activities - Enterprise Funds

Water

Fund

Sanitation

Fund

Sewer

Fund

Cash flows from operating activities

Receipts from customers $ 6,076,193 $ 931,147 $ 5,422,900

Receipts from other funds

Payments to providers
Payments to claimants

Payments to suppliers

Payments to employees

(3,001,406)

(682,987)

(766,085)

(230,854)

(1,497,690)

(591,356)

2,391,800 (65,792) 3,333,854Net cash provided (used) by operating activities

Cash flows from capital and related financing
activities

Capital contributions

Receipts from rents and rights

Proceeds from the sale of assets

Federal and state grants

Purchase of capital assets

Principal paid on capital debt

Interest and fiscal charges paid on capital debt

Net cash used by capital and related financing
activities

Cash flows from investing activities

21,000 23,334

70,796

689.435

(2,514,999)

(1,462,784)

(312,131)

(63434,481) (30,846,775)

(1,106,938)

(1,845,228)

(3,508,653) (634,481) (33,775,607)

980.000

3,424

705,000 524,00000Proceeds from the sale of investments

Earnings on investments

Purchase of investments

Net cash provided by investing activities 983,424 705,000 524,000

Net increase (decrease) in cash and cash
equivalents (133,429) 4,727 (29,917,753)

Cash and cash equivalents at beginning of year 391,905 210,068 48,645,705

Cash and cash equivalents at end of year $ 258,476 $ 214,795 $ 18,727,952

The accompanying notes are an integral part of these financial statements.
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Total

Governmental

Activities

Internal

Service Funds

$ 12,430,240

(5,265,181)

(1,505,197)

5,659,862

$ 5,867,7,953

2,62627

(4,512,257)
(87,275)

(626,237)
(466,786)

178,025

44,334

70,796

900

689,435 3,600

(33,996,225) (827,514)

(2,569,722)

(2,157,359)

(37,918,741) (823,014)

2,209,000 620,000

3,424

(40,000)

2,212,424 580,000

(30,0р,046,455) (64,989)

49,247,678 119,855

$ 19,201,223 $ 54,866
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CITY OF STERLING, COLORADO

Statement of Cash Flows

Proprietary Funds

For the Year Ended December 31, 2025

(continued) Business-type Activities - Enterprise Funds

Water

Fund

Sanitation

Fund

Sewer

Fund

Reconciliation of operating income (loss) to net

cash provided (used) by operating activities
Operating income (loss) $ 1,348,167 $ (119,354) $ 2,562,349

Adjustments to reconcile operating income (loss)
to net cash provided (used) by operating activities

Depreciation 1,074,398 56,371 834,557

Insurance proceeds

Changes in assets and liabilities
Receivables

Inventory

Accounts payable

(4,390)
132

(21,901)

(4,736)
4,156

(4,013)

8,320

(376)

(85,439)
Due to other funds

Accrued salaries and benefits payable

Accrued compensated absences

416

(5,022)

4,670

(2,886)

12,444

1,999

Net cash provided (used) by operating
activities $ 2,391,800 $ (65,792) $ 3,333,854

Cash and cash equivalents at end of year consist of:
Cash

Restricted cash with fiscal agent

$ 164,250

94,226

$ 214,795 $ 187,606

18,540,346

Total $ 258,476 $ 214,795 $ 18,727,952

Noncash capital financing activities

Capital assets included in accounts payable $893,591 $ $ 2,484,379

The accompanying notes are an integral part of these financial statements.
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Total

Governmental

Activities -

Internal

Service Funds

$ 3,791,162 $ (606,473)

1,965,326 707,874

72,240

(806)
3,912

(111,353)

108

(16,456)
2,627

17,530

(5,909)

5,150

12,955

$5,659,862 $ 178,025

$ 566,651 $ 54,866

18,634,572

$ 19,201,223 $ 54,866

$ 3,377,970 $
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CITY OF STERLING, COLORADO

Notes to Financial Statements

Note A – Summary of significant accounting policies

This summary of the City of Sterling's significant accounting policies is presented to assist

the reader in interpreting the financial statements and other data in this report. The policies

are considered essential and should be read in conjunction with the accompanying financial

statements.

The financial statements of the City have been prepared in conformity with accounting
principles generally accepted in the United States of America as applied to local government

units. The Governmental Accounting Standards Board (GASB) is the accepted standard-
setting body for establishing governmental accounting and financial principles.

The more significant of the City's accounting policies are described below.

A.1 - Reporting entity

The financial reporting entity consists of (1) the primary government, (2) organizations for
which the primary government is financially accountable, and (3) other organizations for

which the nature and significance of their relationship with the primary government are such

that exclusion would cause the reporting entity's financial statements to be misleading or
incomplete. The reporting entity's financial statements should present the funds of the
primary government (including its blended component units, which are, in substance, part
of the primary government) and provide an overview of the discretely presented component
units.

The City has examined other entities that could be included as defined in number 2 and 3

above. Based on these criteria, the Sterling Urban Renewal Authority (SURA) is included in

the financial statements as a component unit of the City. The SURA was created by ordinance

passed in 1978 by the City Council under authorization of State Statutes. The purpose of

SURA is to acquire and develop or redevelop certain areas in the City to maintain public
welfare. The financial statements of the SURA are included in the City's financial statements

using discrete presentation, because the City officials appoint a voting majority of the

organization's governing body and its tax increment financing indicates financial

interdependency; however, the presentation is in a separate column to recognize legal

separation from the City. Legal counsel is of the opinion that under State Statutes, the City
is not liable with respect to any debt of the SURA. Complete financial statements of the SURA

are not available as the entity is not required by Colorado Local Government Audit Laws to

issue audited financial statements.
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CITY OF STERLING, COLORADO
Notes to Financial Statements

Note A - Summary of significant accounting policies (Continued)

A.2 - Fund accounting

The City uses funds to report its financial position and results of operations. Fund

accounting is designed to demonstrate legal compliance and to aid financial management by

segregating transactions related to certain government functions or activities. A fund is a

separate accounting entity with a self-balancing set of accounts.

Funds are classified into three categories: governmental, proprietary and fiduciary. Each
category, in turn, is divided into separate "fund types."

Governmental funds are used to account for all or most of a government’s general activities,

including the collection and disbursement of earmarked funds (special revenue funds), major
capital projects (capital projects fund), and the servicing of general long-term debt (debt
service fund). The following is the City's major governmental fund:

General Fund - The General Fund is the operating fund of the City. It is used to account for
most of the day-to-day operations of the City which are financed from sales and use taxes,

property taxes and other general revenues. Activities financed by the general fund include
those of line and staff departments within the City, except for activities of the enterprise
funds.

The following are the City's nonmajor governmental funds:

Conservation Trust Fund - This fund is a special revenue fund established to account for
state lottery proceeds and allowable expenditures.

Perpetual Care Fund - This fund is a special revenue fund established for the purpose
using revenues generated from investments for operations and care of the cemetery.

of

Karl Falch Library Trust Fund - This fund is a special revenue fund established to account

for resources held by the City in a fiduciary capacity as willed by Karl Falch to be used for
library purposes.

Hotel Tax Fund – This fund is a special revenue fund established to account for the hotel

lodging tax revenues and allowable expenditures.

Sunset Memorial Gardens Fund – This fund is a special revenue fund established to account

for contributions and expenditures related to operations and care of the cemetery.

Demo Fund - This fund is a special revenue fund established to account for the proceeds of
nuisance cleanups and related expenditures.
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CITY OF STERLING, COLORADO
Notes to Financial Statements

Note A – Summary of significant accounting policies (Continued)

Capital Improvement Fund - This fund is a capital projects fund established to account for

rental and sales proceeds from City owned land, with the proceeds being used to pay for
capital improvements.

Proprietary funds focus on the determination of the changes in net position, financial position
and cash flows and are classified as either enterprise or internal service. Enterprise funds

may be used to account for any activity for which a fee is charged to external users for goods

or services. The following are the City's major proprietary funds:

Water Fund - This fund was established to account for all operations of the water utility

services provided by the City.

Sanitation Fund – This fund was established to account for all operations of the sanitation

services provided by the City.

Sewer Fund - This fund was established to account for all operations of the sewer utility
services provided by the City.

Fiduciary Funds focus on net position and changes in net position. The fiduciary fund
category is split into four classifications: pension (and other employee benefit) trust funds,
investment trust funds, private-purpose trust funds and custodial funds. Trust funds are
used to account for assets held by the City under a trust agreement for individuals, private

organizations or other governments and are therefore not available to support the City's own

programs. The City does not have any fiduciary funds.

Additionally, the City reports the following fund typе:

Internal Service Funds - These funds account for insurance, fleet and service center

management services provided to other departments or agencies of the City on a cost
reimbursement basis.

Note A.3 - Basis of presentation

Government-wide financial statements - The statement of net position and the statement of
activities display information about the City as a whole. These statements include the

financial activities of the primary government. The statements distinguish between those
activities of the City that are governmental and those that are considered business-type
activities.
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CITY OF STERLING, COLORADO
Notes to Financial Statements

Note A - Summary of significant accounting policies (Continued)

The government-wide statements are prepared using the economic resources measurement

focus and the accrual basis of accounting. This is the same approach used in the preparation
of the proprietary fund financial statements but differs from the manner in which

governmental fund financial statements are prepared. Governmental fund financial

statements therefore include reconciliations with a brief explanation to better identify the
relationship between the government-wide statements and the statements for governmental
funds.

The government-wide statement of activities presents a comparison between direct expenses
and program revenues for each segment of the business-type activities of the City and for

each function or program of the City's governmental activities. Direct expenses are those

that are specifically associated with a service, program or department and therefore are
clearly identifiable to a particular function. Program revenues include charges paid by the

recipient of the goods or services offered by the program and grants and contributions that

are restricted to meeting the operational or capital requirements of a particular program.
Revenues, which are not classified as program revenues, are presented as general revenues
of the City, with certain limited exceptions. The comparison of direct expenses with program

revenues identifies the extent to which each business segment or governmental function is

self-financing or draws from the general revenues of the City.

Fund financial statements – Fund financial statements report detailed information about the

City. The focus of governmental and enterprise fund financial statements is on major funds

rather than reporting funds by type. Each major fund is presented in a separate column.
Nonmajor funds are aggregated and presented in a single column.

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All governmental fund types are accounted for using a flow of current
financial resources management focus. The financial statements for governmental funds are

a balance sheet, which generally includes only current assets, deferred outflows of resources,

current liabilities and deferred inflows of resources, and a statement of revenues,

expenditures and changes in fund balance, which reports the sources (revenues and other

financing sources) and uses (expenditures and other financing uses) of current financial
resources.

All proprietary fund types are accounted for on a flow of economic resources measurement

focus. With this measurement focus, all assets and all liabilities associated with the

operations of these funds are included on the statement of net position. The statement of

revenues, expenses and changes in fund net position presents increases (revenues) and

decreases (expenses) in net position. The statement of cash flows provides information about

how the City finances and meets the cash flow needs of its proprietary activities.
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CITY OF STERLING, COLORADO
Notes to Financial Statements

Note A - Summary of significant accounting policies (Continued)

A.4 - Basis of accounting

Basis of accounting determines when transactions are recorded in the financial records and

reported on the financial statements. Government-wide financial statements are prepared
using the accrual basis of accounting. Governmental funds use the modified accrual basis

of accounting. Proprietary funds also use the accrual basis of accounting.

Revenues - exchange and non-exchange transactions - Revenues resulting from exchange

transactions, in which each party gives and receives essentially equal value, are recorded on

the accrual basis when the exchange takes place. On a modified accrual basis, revenues are

recorded in the fiscal year in which the resources are measurable and become available.

Available means that the resources will be collected within the current fiscal year or are

expected to be collected soon enough thereafter to be used to pay liabilities of the current

fiscal year. For the City, available means expected to be received within sixty days of fiscal

year-end, except for state and federal grant revenues, which are considered available if

collection is expected within six months of year end.

are

or

Nonexchange transactions, in which the City receives value without directly giving equal
value in return, include property taxes, grants, entitlements and donations. On an accrual

basis, revenues from property taxes are recognized in the fiscal year for which the taxes

levied. Revenues from grants, entitlements and donations are recognized in the fiscal year

in which all eligibility requirements have been satisfied. Eligibility requirements include

timing requirements, which specify the year when the resources are required to be used

the fiscal year when use is first permitted, matching requirements, in which the City must

provide local resources to be used for a specified purpose, and expenditure requirements,
which the resources are provided to the City on a reimbursement basis. On a modified

accrual basis, revenue from nonexchange transactions must also be available before it can

be recognized.

in

Property taxes, sales taxes, franchise taxes, licenses and interest associated with the current

fiscal period are all considered to be susceptible to accrual and so have been recognized as
revenues of the current fiscal period.

a

Deferred outflows/inflows of resources - In addition to assets, the statement of financial

position will sometimes report a separate section for deferred outflows of resources. This

separate financial statement element, deferred outflows of resources, represents

consumption of net assets that applies to a future period(s) and so will not be recognized as
an outflow of resources (expense/expenditure) until then.

In addition to liabilities, the statement of financial position will sometimes report a separate

section for deferred inflows of resources. This separate financial statement element, deferred

inflows of resources, represents an acquisition of net assets that applies to a future period(s)
and so will not be recognized as an inflow of resources (revenue) until that time.
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Notes to Financial Statements

Note A - Summary of significant accounting policies (Continued)

to

Unearned revenue - Unearned revenues arise when potential revenue does not meet both the

"measurable" and "available" criteria for recognition in the current period. Unearned

revenues also arise when resources are received by the City before it has a legal claim

them, as when grant monies are received prior to meeting eligibility requirements. In

subsequent periods, when both revenue recognition criteria are met, or when the City has a

legal claim to the resources, the liability for unearned revenue is removed and the revenue is

recognized.

Expenses/expenditures - On the accrual basis of accounting, expenses are recognized at the

time they are incurred. The measurement focus of governmental fund accounting is on

decreases in net financial resources (expenditures) rather than expenses. Expenditures are

generally recognized in the accounting period in which the related fund liability is incurred,

if measurable. Allocations of cost, such as depreciation and amortization, are not recognized
in the governmental funds.

A.5- Encumbrances

Encumbrance accounting is utilized by the City to record purchase orders, contracts and
other commitments for the expenditure of monies to assure effective budgetary control and

accountability. Encumbrances outstanding at year-end are canceled and reappropriated in

the ensuing year's budget, therefore no amounts are reported in the financial statements.
The City does not have any significant encumbrances outstanding at year-end.

A.6- Cash and cash investments

The City has pooled the cash resources of its funds in order to maximize investment

opportunities. Short-term investments, including government securities and certificates of

deposit, are purchased with pooled cash. Interest earned is allocated to individual funds

based on their proportional equity in each investment purchased. Certain funds have made
disbursements for investments in excess of the fund's individual equity. The deficit balances
of these funds are reported as a liability "due to other funds."

A.7 - Cash and cash equivalents

For the purposes of the statement of cash flows, the City considers all highly liquid debt
instruments with an original maturity of three months or less to be cash equivalents.

A.8 - Short-term interfund receivables/payables

During the course of operations, numerous transactions occur between individual funds for

goods provided or services rendered. These receivables and payables are classified as internal

balances on the government-wide statement of net position, and are classified as due from
other funds or due to other funds on the balance sheet.
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Notes to Financial Statements

Note A - Summary of significant accounting policies (Continued)

A.9 - Receivables

Monthly charges for water, sanitation and sewer services are included with monthly utility

billings. No allowance for doubtful accounts has been provided in the accompanying

financial statements since substantially all accounts are deemed by management to be
collectible.

A.10 - Prepaid items

Prepaid items in governmental funds are accounted for using the consumption method,
thereby deferring recognition of the expenditure until the period in which the prepaid items
are used or consumed.

A.11 – Inventories

Inventories in the proprietary funds consist of supplies and are recorded at cost.

А.12 - Capital assets

General capital assets are those assets not specifically related to activities reported in the
proprietary funds. These assets generally result from expenditures in the governmental
funds. These assets are reported in the governmental activities column of the government-

wide statement of net position, but are not reported in the fund financial statements. Capital

assets utilized by the proprietary funds are reported both in the business-type activities

column of the government-wide statement of net position and in the respective fund financial
statements.

All capital assets with a unit cost greater than $5,000 are capitalized at cost (or estimated
historical cost, if actual cost is not available) and updated for additions and retirements

during the year. Donated capital assets, donated works of art and similar items, and capital

assets received in a service concession arrangement are reported at acquisition value.
Improvements to assets are capitalized; the cost of normal maintenance and repairs that do

not add to the value of the asset or materially extend the life of the asset are not.

Infrastructure assets, consisting of certain improvements other than buildings (such as
parking facilities, sidewalks, landscaping and lighting systems) have been capitalized on a
prospective basis beginning in 2004.

Interest is capitalized on proprietary fund assets acquired with tax-exempt debt. The amount

of interest to be capitalized is calculated by offsetting interest expense incurred from the date

of borrowing until project completion with interest earned on invested proceeds over the same

period. No interest was capitalized during the year.
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Note A - Summary of significant accounting policies (Continued)

All reported capital assets are depreciated with the exception of land costs. Improvements
are depreciated over the remaining useful lives of the related capital assets. Depreciation is

computed using the straight-line method over the following useful lives:

Description

Governmental

Activities

Business-type
Activities

Buildings
Equipment
Improvements other than

buildings
Infrastructure

50 years
10-25 years

40 years

3-10 years

10-50 years

6-50 years

25-50 years

n/a

A.13 - Compensated absences

The City reports compensated absences in accordance with the provisions of GASB Statement

No. 101, "Compensated Absences." In recognition of the varying work schedules of city
employees and each employee's diverse needs for time away from work, the City provides a

general leave policy of paid time off (PTO) for its employees. Paid time off shall be accrued by
regular employees and is determined by the work period that each employee is scheduled.

Employees with a regular work period of forty (40) hours per week shall accrue the following

amount of PTO on a biweekly basis for twenty-six (26) pay periods each year:

Years of service

0-5 years

6-9 years

10-19 years

20 & over

Annual accrual hours Maximum accrual

192 hours 288 hours

216 hours 288 hours

240 hours 288 hours

264 hours 288 hours

Employees with a regular work period of one hundred seventy one (171) hours per month

shall accrue the following amounts of PTO on a biweekly basis for twenty-six (26) pay periods
each year:

Years of service Annual accrual hours Maximum accrual

0-5 years

6-9 years

10-19 years

20 & over

210.94 hours

236.68 hours

262.42 hours

328.16 hours

327.42 hours

327.42 hours

327.42 hours

327.42 hours
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Note A - Summary of significant accounting policies (Continued)

Employees with a regular work period of two hundred twelve (212) hours per month shall
accrue the following amount of PTO on a biweekly basis for twenty-six (26) pay periods each
year:

Years of service Annual accrual hours Maximum accrual

0-5 years 254.28 hours 383.04 hours

6-9 years

10-19 years

20 & over

286.26 hours 383.04 hours

317.98 hours 383.04 hours

349.96 hours 383.04 hours

Regular part-time employees working between twenty (20) and thirty (30) hours per week will

receive a proportionate amount of PTO equivalent to the number of hours worked, with the

exception that there will be no days granted as holidays to these persons. Employees working

between thirty (30) and forty (40) hours per week will earn a proportionate amount of PTO at

the same rate as other earnings.

Upon separation, employees will be paid for accrued but unused PTO up to the maximum
limits as established by the City as follows:

Scheduled Work Periods Maximum Hours Paid

40 hours

171 hours

212 hours

288.00 hours

327.42 hours

383.04 hours

The entire compensated absences liability is reported on the government-wide financial
statements.

For governmental fund financial statements, the current portion of unpaid compensated
absences is the amount expected to be paid using expendable available resources. These
amounts are recorded in the account “accrued compensated absences" in the fund from

which the employees who have accumulated unpaid leave are paid. The noncurrent portion

of the liability is not reported. In proprietary funds, the entire amount of the compensated
absences is reported as a fund liability.

The amounts recorded as liabilities for all applicable compensated absences include salary-

related payments associated with the payment of compensated absences, using the rates in
effect at the balance sheet date.
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Note A - Summary of significant accounting policies (Continued)

А.14 - Асcrued liabilities and long-term obligations

All payables, accrued liabilities and long-term obligations are reported in the government-
wide financial statements, and all payables, accrued liabilities and long-term obligations
payable from proprietary funds are reported on the proprietary fund financial statements.

In general, payables and accrued liabilities that will be paid from governmental funds are

reported on the governmental fund financial statements regardless of whether they will be

liquidated with current resources. Compensated absences are reported as accrued in the
government-wide and proprietary fund financial statements. Governmental funds report only

matured compensated absences payable to currently terminating employees. Bonds payable

and other long-term obligations that will be paid from governmental funds are not recognized
as a liability in the fund financial statements until due.

A.15 - Net position

Net position represents the difference between assets and liabilities. Net investment in

capital assets consists of capital assets, net of accumulated depreciation, reduced by the

outstanding balances of any borrowings used for the acquisition, construction or

improvement of those assets. Net position is reported as restricted when there are liabilities

imposed on its use either through the enabling legislation adopted by the City or through
external restrictions imposed by creditors, grantors or laws or regulations of other
governments.

The City applies restricted resources when an expense is incurred for purposes for which
both restricted and unrestricted net position are available.

A.16 - Operating revenues and expenses

Operating revenues are those revenues that are generated directly from the primary activity

of the proprietary funds. For the City, these revenues are service charges for water, sanitation

and sewer utility services. Operating expenses are necessary costs incurred to provide the

goods or services that are the primary activity of the fund. All revenues and expenses not

meeting this definition are reported as nonoperating revenues and expenses.

A.17 - Interfund transactions

Interfund services provided and used are accounted for as revenues, expenditures or
expenses. Transactions that constitute reimbursements to a fund for expenditures/expenses
initially made from it that are properly applicable to another fund, are recorded as

expenditures/expenses in the reimbursing fund and as reductions of expenditures/expenses
in the fund that is reimbursed. All other interfund transactions, except interfund services
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provided and used, and reimbursements, are reported as transfers. In general, the effect of

interfund activity has been eliminated from the government-wide financial statements.
Interfund services that are provided and used are not eliminated in the process of
consolidation.

A.18 - Extraordinary and special items

Extraordinary items are transactions or events that are both unusual in nature and

infrequent in occurrence. Special items are transactions or events that are within the control

of the city council and that are either unusual in nature or infrequent in occurrence. Neither

type of transaction occurred during the year.

A.19- Fund balance

The Governmental Accounting Standards Board (GASB) has issued Statement No. 54, Fund

Balance Reporting and Governmental Fund Type Definitions (GASB 54). This Statement

defines the different type of fund balances that a governmental entity must use for financial
reporting purposes.

GASB 54 requires the fund balance amounts to be properly reported within one of the fund

balance categories listed below.

Nonspendable, such as fund balance associated with inventories, prepaid

expenditures, long-term loans and notes receivable, and property held for resale

(unless the proceeds are restricted, committed or assigned),

Restricted fund balance category includes amounts that can be spent only for the

specific purposes stipulated by constitution, external resource providers, or
through enabling legislation,

Committed fund balance classification includes amounts that can be used only for

the specific purposes determined by a formal action of the city council (the City's
highest level of decision-making authority),

Assigned fund balance classification are intended to be used by the government

for specific purposes but do not meet the criteria to be classified as restricted or

committed, and
Unassigned fund balance is the residual classification for the City's general fund

and includes all spendable amounts not contained in the other classifications.

The General Fund is the only fund that reports a positive unassigned fund balance
amount.
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CITY OF STERLING, COLORADO
Notes to Financial Statements

Note A - Summary of significant accounting policies (Continued)

Committed fund balance is established by a formal passage of a resolution. Assigned fund

balance is established by the city council through adoption or amendment of the budget as

intended for specific purpose (such as purchase of capital assets, construction, debt service

or for other purposes).

When both restricted and unrestricted resources are available in governmental funds, the
City applies expenditures against restricted fund balance first, and followed by committed

fund balance, assigned fund balance and unassigned fund balance.

Fund balances in the governmental funds are reported as restricted or committed for the
following purposes:

Restricted

Fund Balance

Committed

Fund Balance

Culture and recreation – parks

Culture and recreation - library

$ 103,360 $

30,374

Culture and recreation - beautification 1,242,504

Capital improvements 507,004

Culture and recreation - museum 65,202

Culture and recreation - playground 5,201

Culture and recreation - library 1,267

Culture and recreation - arts 55,701
Health and welfare - cemetery 238,866

Totals $ 1.376,238 $ 873,241

Note B - Cash and investments

Cash and deposits

of

of

Colorado State statutes govern the City's deposit of cash. The Public Deposit Protection Act

(PDPA) for banks and savings and loans require state regulators to certify eligible depositories

for public deposits. The PDPA require eligible depositories with public deposits in excess
federal insurance levels to create a single institution collateral pool of defined eligible assets.

Eligible collateral includes obligations of the United States, obligations of the State
Colorado or Colorado local governments and obligations secured by first lien mortgages on

real property located in the state. The pool is to be maintained by another institution or held

in trust for all uninsured public deposits as a group and not held in any individual
government's name. The fair value of the assets in the pool must be at least equal to 102%

of the aggregate uninsured deposits.
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